STATE OF CALIFORNIA ARNOLD SCHWARZENEGOER. Govemar
PUBLIC UTILITIES COMMISSION

508 VAR MESE avTRLIE
Q&M PRANCIEDD, A S410Z 3502

February 27, 2009

TO ALL CLASS B, C, AND D WATER AND SEWER UTILITTES
Subjeot; Rnte Adpustments doe to CFPL-1T Increase for 2008

O March 31, 1992, the Commussion issued Decision 92-03-003_ authonzing Class C and [ water utilities to
file each vear by advice letter for a rate Increase based on the most recent year-end inorease in the Consumer
Price Index for All Urban Consumers {CPI-U). Subsequent resolutions (Res ) W-4493°, Res. W-35407,
authortzed sewer and Class B water utilitics to file a CPI-U advice letler each year,

The CPI-U increase for 2008 is . 1%:.

Any Class B, C, and D water utility, ond sewer utility, that is presently earning & lower rate of return (ROR)
than (ts most recent]y suthorized and is not presently subject Lo a test year, attrition year, or other general
rate increase, is authorized to file for a CPI-U increase once cach year, by advice letter. If your utility
missed filing a CP1-U for one vear, it may not file retrosctively for that CPL-U in the following year.

Please [ollow the Surmmary of Eamings (SOE) format shown in Attachment 1 1o desermine your suthorized
gnd actual RO, You would then compare these RORs to determine if the actual 1s Jess than or greater than
authorized (see excerpt from Standard Practice U-27-W in Attechiment 4},

Please file an advice letter (in accordance with General Order 95-B) reguesting a CPL-U increase, only if the
ROR based on actual revenues does not exceed the authorized ROR and if the projected revenues (with the
CPI-U increase) does not exceed the authorized ROR. Please follow the following procedures when filing

|, File en advice letler similar to that shown in Attachment 2.

2. Please also include a Cover Sheet { Attachment 3) to yvour adwice letter, and the Service List [rom
your last General Rate Case, with your CP1-U reguest.

3. I autility has been authorized a Rate of Margin (ROM) instead of'a Rate of Return, please
substitute that measure when comparing Authorized versus Actual Revenues.

& Acteal ROM = 1 = (Operating ExpensesiOrperating Revenues).

4, Motice of a CPI-U request is po longer required under General Order 96-B, Utilities are now
required to inform their customers of the CPIU request via a bill insert with the first bill that
contains the increase.”

5, Provide copies of the revised tanff schedules to reflect the increase that you are requesting (see
Altachment 4 for examples).

" Anounced by the Bureas of Labor Statistics, U5 Departmient of Lakbor,

- Bepremibser 2, 2004

! Tune 16, 2003

'Resolution W-4664, Orderme Paragraph 3. "Unlities shall inform thedr customers of the incrense in dollar and pereentige et by bill
ifesert, Lo the first bill thot includes the mersasa,™



. Increase cach rate, including facilities Tees, by .1%, the CPI-L increase for 2008,

7. Provide a copy of the SOE in which you calculate the authonzed versus actaal RORs, utilizing
the following actusl datn:

i
b,

.

f

Actual Revenues for 2008

Estimate of increazed revenues (apply the (1% CPI-U inflation [actor to actual revenucs
for 2(H8).

Actunl Expenses for 2008, Provide sctunl individual expenses for 2008, hased
on the line jtem accounts as they appear in your last General Rate Case (GRC)
Summary of Eamings.

Estimate of Rate Base equais{beginning of yeor rale base pius end of véar rate
base) ).

Provide 4 copy of the 2007 Anneal Report if your CPEI-U advice letter is filed
hefore March 31, 20049,

Provide a copy of the 2008 Anneal Report if your CPE-U advice letter is filed
after March 31, 2009,

8, Adjust all base rates (not surcharges and not reconnection fees, cte.) by mulliplying by
L.O0L. Do not increase some base rates and not inerease others.

If you have any questions, please feel free to contact Sean Wilson at smw(i@epue.cogoy or (415 703-

[818:

Sincetely,

B p

Fami Eehlom, Director
DMivision of Water and Auwdits:

Attachments



Attachment 1

ABC Water/Sewer Utility Company, Ine.

Example of a Summary of Earnings

Most Recent CPI Increase Hevenue After
Category Adopted in Actual (@ 1% on CPI Increase,
Resolution iy Adopted Actual Expenses,
WoDdHb Revenue Only | & Actual Rate Hase |
8 h e=g:* [, 1% iBevenuesi d =b+ c
Operating Revenues:
Flut Ente 510,00 A5 D 1] 45,050
Matered 150,000 135,000 R 135,150
Private Fire Proléciion 14,0400 &.001 I 5010
TOTAL OPERATING REVENUES 210,004 158,000 188,210
Operating Expenses
Purchased Waler 7,000 7500 7,500
Purchased Power 15,000 [&, (600 15,
Purchased Chemicals 1, 00K} 1.00a Lo
Other Volume Related Expences 100 150 150
Employee Labor | 0,400 [ 43,6030 | 43,6000
Materzals 5.0 5700 £ 700
Comract Work 11,000 11,280 | 1,200
Water Testing ot 1] 750 750
Transportntion Expense o, 0000 8,00
Cither Plant Maintennnoe a5 4300 450
Oflice Salariey 4 00 4500 4 506
Management Salnres 20000 20,000 20,4000
Employes Pension and Benefits § 0,000 [ 1,000 [ 1,000
Uncollectibles 1 108 100
Office Service ond Rentnls 2,000 2,000 2,00
Office Supplies and Expenses 3,0 3,000 3,00k
Professional Services 1,540 1,50 I, 3060
Insurnnce .00 10,0080 10,000
Fegulatory Commission Expense 1000 1,000 1,060
General Expenses 400 400 400
SUBRTOTAL 110,050 114,550 114550
Deprecintion 20,000 B0, 00 20,000
Taxes Other than Income 4 0 4,500 4 500 i
State and Federal Income Taxes |8, 000 15,004 15,00 |
Inlerest 0 0 1]
TOTAL DEDUCTIONS 152,050 154,050 154,050
NET REVENUE 57,950 33,950 34,160
[RATE BASE
Average Plant —R00,000 £ 20,000 §20,000
Less Avernpe Accummlaied
Depreciation 50, (W) EL ORI EIUREN
NET PLANT 50 A, 0N A0, DI
Less Advances & Contnibutions EERLLY 27,000 2700
Plus Materials & Supples 5,001 500K 5,000
RATE BASE 43040 RERT 438,004
RATE OF RETURN 13.5% 7.75% 7.80%,




Attachment 2
EXAMPLE OF AN ADVICE LETTER

Water {or Sewer) Company

Coumnty
Adwvice Letter Mo,
TO THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNLA

Water (or Sewer) Company hereby transmits for filing the following chanpges in its
tarifi schedules which are attached heralo:

Cal. P.UC. Cancelling
Sheet N, [itle Sheet Sheat M,

Schedule Mo, |, General Metered Service
Schedule Mo 2, Flat Rate Service
Schedule No. F, Facilities Fees

Table of Conterls.

(The present rates became effective on 190200, pursuant to Resalution W- . which

authorized an offset {CPI) rate increase of §_ of _ Ye.)
The last peneral rale increase became effective A9(20) pursuant to Resalution W=,
which authorized a genern! rate increase of or _ %.ond amte of return of %

These tarifts are submitted pursuant 1o Ordering Paragraph No. | of Decision No. 92-03-093, dated
Mirch 31, 1992, Ordeting Pacagraph No.2 of Resolution (Res} W-4493, dated September 2, 2004, ar
Ordering puragraph No. | of Res. W-4540, doted June 16, 2005, The decision and resolutions
authorize Class B, C, and D waier utilities and sewer utilities to [ile a request for o Consumer Price
Index increase once a year by advice letter. The increase is to be passed on to the ulility’s customers
in their quantity rate and service charge, The sbove referenced decision and resolutions authorize

Water (Sewer) Company 1o file the attached raie schedules and to concurreéntly
withdraw and cancel its present schedules for such service.

Water {Sewer) Company requests permission 1o ingrease its revenues (hased on
increase 10 the present monthly quantity rate and service charge) by . L%, the CPI-U for 2008, This
prajected revenue increase of § will not result in a rate of retwrn which exceeds the
authorized rate of return of %. Workpapers justifying this ingrease have heen provided 1o the
CPUC Division of Water and Auodits stalf

This filing 15 made under the provisions of General Order No. 96-B.

Water {(or Sewer) Company has given public notice of this request by publishing a
notice in a local newspaper of general circulation. A copy of the dotice is attachexd

This filing will not cause withdrawal of serviee, nor conflict with any other schedule or rule.

Wiler (or Sewer) Company

Trila



Attachment 3
EXAMPLE OF A COVER LETTER

CALIFORNIA PUBLIC UTILITIES
COMMISSION
DIVISION OF WATER AND ALUDITS
Advice Letter Cover Sheet

(Dte Filed ! Received Sdamp by CPLUC)

AL # Diute Mailed to Service List: | Requested Effective Date: Regquesieal Tier:
_ OTier 1 OTier 2 OTier 3
Replacing AL#: | Autherizsiion for Filing: Compliance Filing? Rate 5|
Oves ONo j— ".'-'i.-;
The public has 20 davs from Date Mailed {(abovel to | Director
rotest this wdvi “you chose to protest or | Division of Water and Audils
respond (o the advice letter, send Protest and/or 805 Vian Wess Ave
Corre 1 0 dayy to: San Francisco, CA %4102
and if vou have email capahbility, g];g ema‘il fup: r_dinis| =
Your protest also must be served on the Utility (see attuched advice letter for more information and grﬂu“:'il:'ls_
for protest)
Company Name: CPUC Utility Number:
B WTA
Address: WITB
| WTC
City, State, Zip | WTD
| SWR
Contact Name! Plhone N, Fax No, Enmmiil Address:
3
£
i
5
Description:

Inn this space or on the back of this form:
1. Explain justification for requested Tier

2. Describe service affected and how it 1s affected
3. Describe differences from related Advice Letters (Similar service, replacement filing)

{FOR CPUC USE ONLY) _
WTS Budpet' Activity Type Process a5 DOTier1 OTies2 DO Tier3
2hh Dray | 30th Doy |
Progect Mannger: Suspended on

Aunalys

Ehuie Dhabe:

Completion Date:

Extended o

Resolution MNao,:

ALTandt Effective Dile




Attachment 4

Excerpt from Standard Practice U-27-W, p. 12
H - EARNINGS TESTS
I, Class B, C and D utilities requesting a CPl offset must pass an earmnings test. This test involves the following:

g If the last General Rate Case authorized a rate of retum, create o recorded Summary of Earmings and
compare the adopted rate of return to the recorded rate of retum. The Summary of Eamings should be
adjusted for extraordinary expenses or revenues.” Using the Summary of Earnings, increase the revenies
by the CPI percentage and recalculate the rate of retum,  1f the new retumn exceeds authonzed, the uhlity
will only be eligible for part or none of the increase.

b. If the last General Rate Case authorized a return on margin, caleulate the recorded retum on margin by
taking | — Opersting Ratio, where the Operating Ratio is equal to Recorded Operating Expenses
(operations and maintenance expenses, annual depreciation on non-contributed facilities, amortization
of multivear expenses and applicable taxes: income taxes, property taxes. taxes other than income,
paytoll toxes) divided by Recorded Operating Revenues increased for the CPL Again, some expenses
may have to be adjusted. Compare this percentage to the authorized retum on margin percentage.

' For example, it i common for o small woler company owner 1o teke profits out of the system by moreasing minagement salary. This, or
iy other expease or revenoe thit 18 not commenswrate with good eatemaking recthodology needs o b adjusied




